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to determining what are the factors which result in horizontal 
cost lines for some industries and ascending cost lines for 
others. Such an investigation would undoubtedly result in a 
further development and clarification of theory. 

Philip G. Wright. 



AN EMINENT ECONOMIST CONFUSED 

The writer of this note has recently had called to his atten- 
tion Professor Carver's new and interesting Principles of 
Political Economy. With much that is unusually clear and 
convincing, it is regrettable to find a vaguely stated and 
doubtfully valid argument that a protective tariff may add to 
a nation's wealth by drawing labor out of a line which its 
employers deem more profitable (under free trade) into one 
which yields its employers less. Professor Carver's argument, 
in its most concrete statement, is as follows: * " Let us sup- 
pose that a certain tract of land had been devoted to cultiva- 
tion of a fairly intensive kind, and had been producing enough 
to pay the wages of twenty laborers, with something left over 
for rent. Through some change of circumstance the price of 
wool rises, and it is found more profitable to use the land for 
wool-growing. By turning the land into a sheep run, nineteen 
of the laborers may be dispensed with, and the saving in 
wages would more than measure the difference between the 
value of the wool crop and that of the present crop, so that a 
larger surplus would be left over as rent. There is little 
doubt that the land would then be devoted to the growing of 
wool. That would be to the interest of the landlord and 
against the interests of the nineteen laborers, but the landlord 
is in a better position than they to determine the form of 
cultivation. There is also little doubt that this would be con- 
trary to the interest of the community. Less would be pro- 

1 Principles of Political Economy, p. 360. 
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duced either for consumption or for international trade. 
Fewer people could be supported, or the same number would 
not be as well supported as formerly. 

" If the nineteen men thrown out of employment cannot 
find places elsewhere, they will probably, since they want to 
live, offer their labor at lower wages — enough lower to en- 
able the landlord to get as much rent from the more intensive 
form of cultivation as he might get by the less intensive form. 
Here we have the somewhat anomalous situation of an in- 
crease in price in one of the products of industry causing a 
fall in the price of labor. The key to this anomaly is found in 
the fact that what is cost to one man is frequently gain to 
another. Now in this supposed case (which is not altogether 
a supposed case) there is little doubt that some form of dis- 
crimination in favor of the present crop and against wool 
would increase not only the relative share of the produce 
going to labor, but the absolute amount of the produce of the 
land. . . . There lies the opportunity for the protectionist. 
By some discrimination which will tend to increase the prof- 
itableness of the intensive product, or decrease, relatively at 
least, the profitableness of the extensive product, an abso- 
lutely larger and more valuable product might be created. . . . 
Labor and capital would have been attracted from the less 
productive to the more productive industry." 

The answer which first suggests itself and which the pres- 
ent writer ventured to make some years ago l to Professor 
Carver's argument as it appeared in an article of 1902, 2 is 
that there are, with reference to the nineteen men who, it is 
alleged, might be thrown out of work by free trade, two pos- 
sibilities. Either these nineteen men have a preferable alter- 
native, under the free trade regime, to wheat raising, or they 
have not. If they have not, they will accept low enough 
wages, rather than be unemployed and have nothing, so that 

1 See Principles of Commerce, Pt. II, pp. 107-108, note, where Sedgwick and Edge- 
worth are also criticized for essentially the same error. The writer has since learned 
that his point was anticipated in a criticism of Sedgwick by Davenport, in the latter's 
Outlines of Economic Theory, New York (Macmillan), 1896, pp. 197-200. 

2 Publications of the American Economic Association, 3d series, vol. iii, pp. 176-182. 
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the landowner can realize as much rent for his land as if he 
used it for a sheep run. Unless their efficiency is thus im- 
paired, they will then produce as much wheat as if they were 
protected. The effect of freedom from restriction may mean, 
in this special type of case, lower wages and higher rent, but 
not decreased national wealth. If, however, the nineteen men 
have a preferable alternative, they will not raise wheat but 
will occupy themselves otherwise at higher wages than wheat 
raising under free trade would yield them, while the land- 
owner will at the same time realize the higher rent assumed to 
result from using his land as a sheep run. Free trade would 
then raise rent more than it would lower wages. 

There is, however, another aspect of the case, which the 
writer cannot but believe Professor Carver had in mind, tho 
it seems not to be clearly stated. This is that protection may 
be one way — not, however, the best or most economical way 
— of increasing the sum total of utilities. Thus, the wool may 
be a more profitable product for the landowner only because 
the class which buys wool is richer than the class which would 
buy the wheat, and not because it ministers to so important 
a human want but even in spite of the fact that it satisfies a 
less intense want. If this is the case, then to divert industry 
from wool production to wheat production will tend to in- 
crease utilities whether it decreases values or not. 1 No one 
should know better than Professor Carver, however, that the 
best way to remedy the evils flowing from unequal distribu- 
tion of riches, is not to attempt to discriminate against certain 
goods as such in the hope of making those goods relatively 
scarce and hard to get for both rich and poor, while encourag- 
ing the production of goods which, in the legislator's view, are 
most needed by the poor. This is a curiously roundabout and 
a relatively ineffective and uneconomical method of securing 
results which can be far more satisfactorily secured by directly 
taxing those whose incomes are large. It is particularly desir- 
able to do this where these large incomes represent no service 

1 Protection has effects on the distribution of gold and on relative price levels which 
it is not necessary to consider in the present discussion. 
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given by the recipients to those from whom they are drawn, 
as is the case with most of site rent. It is the more surprising 
that Professor Carver did not call attention to this point 
since he so clearly favors increased taxes on unearned incomes, 
and since he advocates increased taxes on land as such (not 
merely, it appears, on future increases in its value), and on 
inheritances, as part of his " liberalises program." 1 Indeed, 
if a few more economists of Professor Carver's reputation 
should so frankly advocate land-value taxation, it might 
almost be possible for younger economists to class them- 
selves as, fundamentally, single-tax sympathizers without 
thereby losing caste within the profession. 

H. G. Brown. 

University of Missouri. 



A REJOINDER 



In case the nineteen laborers decided to accept lower wages 
and continue growing wheat, there need not be, as Professor 
Brown points out, any diminution in the total product. 
The result would simply be lower wages, higher rent, and the 
same total product as before. This is in agreement with my 
argument as previously published. 

In case, however, the nineteen laborers decide to enter 
some other calling it must, of course, be a somewhat more 
remunerative one than wheat growing under the new condi- 
tions. It could not, however, be so remunerative as wheat 
growing had been under the earlier conditions before the as- 
sumed rise in the price of wool, otherwise they would not have 
been growing wheat in preference to following this new occu- 
pation. In short, their wages are somewhat reduced by the 
enforced change as compared with what they were formerly 
getting, but not so much reduced as they would be if they 
had no alternative employment but were compelled to con- 

' Pp. 583-584. 



